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AICPA

Washington Report
January 8, 1973
Volume 1, Issue 1

This is the first issue of the new weekly Washington
Report.
The Report will highlight federal activity of real
or potential interest to certified public accountants.
Generally, the Report will be organized to present
information, both legislative and administrative, under
the headings of (listed alphabetically) executive departments,
and independent agencies and commissions.
The Report will be mailed each Friday for receipt (we hope)
the following Monday.
It is being distributed to the Board
of Directors, Chairmen of senior technical standard committees,
all members of federal liaison committees and officers and
division directors of the staff.
Wade Williams, Manager, Federal Information will
prepare the Report. While Wade has the primary responsibility
for gathering and evaluating the information to be included
in the Report, other Institute staff members involved in
federal government activities have been requested to provide
Wade with information which they feel would be of interest.
Similarity, I encourage you, the recipients of the Report
to be alert to information which could be of benefit to all
concerned.
Such information should be forwarded to Wade
Williams in our new quarters at 1620 Eye Street, N.W.,
Washington, D. C. 20006.
In addition, if you have any questions or wish further
information on any item in the Report, don't hesitate to get
in touch with Wade either by mail or phone.
Our new telephone
number is (202) 872-8190.

Gilbert Simonetti, Jr
Vice President
Government Relations

93RD CONGRESS CONVENES
Congress formally opened on January 3, 1973 with
oath-taking ceremonies in the chambers.
As
a result of the Democratic caucus, Senator
Mansfield (D.-Mont.) has been retained as
Majority Leader and Senator Byrd (D.-W.Va.) has
been named as the party whip in the Senate.
Rep.
Carl Albert (D.-Okla.) will continue as Speaker
of the House and Rep. O'Neill (D.-Mass.) was
designated House Majority Leader.
The Republicans will have Senator Hugh
Scott (R.-Pa.) as Minority Leader in the Senate
and Rep. Ford (R.-Mich.) as the Minority Leader
in the House of Representatives.
In addition,
there has been the usual amount of jockeying for
desired assignments on the various committees by
members of both parties.
Overshadowing the otherwise festive mood of a
Congressional opening day has been the Viet Nam
issue, with several joint resolutions already
proposed on war funding and U.S. military involvement.
Nevertheless, several party officials have
announced their plans for specific legislative programs
The House will come in today, the Senate on Tuesday
and by mid-week, the business of Congress should be
set in its established routine.
CIVIL SERVICE COMMISSION
Consultants and contractors performing services for
the government is now a hotly-debated subject,
particularly by federal employees' groups.
The
choice of Roy Ash as Director of the OMB has been
viewed as an indication that more widespread use
of "contracting out" can be expected. Mr. Ash,
while serving as President of Litton Industries,
helped establish the National Council of Technical
Service Industries, the chief lobbying agent for
firms providing manpower to government agencies
on a contract basis.
The group recently urged the
Administration to convert $20 billion in federal
"non-product" activities to private contractors,
who, they claim, can do the job more cheaply and
efficiently.
Nathan T. Wolkomir, President of
the National Federation of Federal Employees, feels
the Ash appointment makes it very clear there are
rough seas ahead for the Federal service.
He
foresees a great deal more contracting out for
services presently being performed by civil service
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employees.
Clyde Webber, Head of the American
Federation of Government Employees, has urged
President Nixon to curb government contracting,
pointing out that the savings is illusory.
The Civil Service Commission has been in
the process of reviewing procedures used by
departments to hire outside consultants.
A new
rule would require agency heads to certify that the
proposed work cannot be accomplished just as
efficiently using agency personnel.
DEFENSE, DEPARTMENT OF
Cost/Schedule Control Systems Criteria (C/SCSC) have
been developed and are now part of the Resource
Management System
(RMS) of the Department of
Defense.
The new procedures apply to major defense
systems and exclude firm-fixed-price and fixed-pricewith escalation contracts.
The new regulations are
designed to provide an adequate basis for responsible
decision-making by both contractor management and
DOD components.
To accomplish this, the contractor’s
internal management control systems must provide
data which (1) indicate work progress; (2) properly
relate cost, schedule, and technical accomplishment;
(3) are valid, timely and auditable; and (4) supply
DOD managers with information at a practical
level of summarization.
In addition, contractors
must agree to keep current on advances in control
systems and seek methods of improving existing
systems.
The basic criteria to be considered in the
contractor’s system are set forth in detail in
the December 27th Federal Register at p. 28509.
The Defense Contract Audit A g e n c y and the
appropriate Contract Service Office will conduct
reviews of contractors' systems to ensure
compliance with the established guidelines.
A new "capital policy" for establishing target profits
on negotiated production will be tested by the
Department over the next year and a half.
Involved
are some 200 contracts valued at more than $4 billion
The new approach is geared towards production work
such as planes, ships and similar hardware, as
opposed to services.
The GAO has reviewed the plan and has indicated
its support.
Senator Proxmire, an ardent critic of
defense spending, has also been satisfied with
the intended purpose of the new profit policy.
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FEDERAL POWER COMMISSION
Research and development portions of the Commission's
regulations will be amended, it was announced
last month.
The proposed rule-making (Docket
No. R-462, December 13, 1972) will affect the
method by which the accounting for utility
expenditures is incurred, as well as related
reporting requirements under the uniform system
of accounts.
The section, last revised in 1970, added a
balance sheet account for research and development
expenditures to its uniform system of accounts, to
establish a deferred debit account.
These proposed
changes will supplement the established procedures.
FEDERAL RESERVE SYSTEM
Banking system overhaul is being readied by the
Administration.
The President of the American
Banking Association, Eugene Adams, recently
announced that many of the recommendations of the
Presidential Commission on Financial Structure and
Regulation have been incorporated in the proposal.
Some of the recommendations of the Commission
included permission for savings and loan associations
and mutual savings banks to expand their services
to include such operations as checking accounts and
credit card transactions.
GENERAL ACCOUNTING OFFICE
GAO Report (B-176873) recommends that an "inflation
factor" should be included in long-range contract
budget proposals.
The report, dated December 19,
1972, is entitled: "Estimates of the Impact of
Inflation on the Costs of Proposed Programs Should
Be Available to Committees of Congress".
The GAO's
position is that Congressional Committees should
have access to such estimates for inflation in order
to have better knowledge of total project costs.
Annual-year contract obligations were excluded
from the recommendation.
Statts' final Report of Lockheed Mismanagement is
disputed by a former company employee during
recent Congressional hearings.
Senator William
Proxmire, Chairman of the Subcommittee on
Priorities and Economy in Government, heard a
former employee of Lockheed-Georgia label the GAO
report a "whitewash" based on the original staff
study which validated the specific charges.
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The original charges were brought to the
Committee’s attention by Henry Durham, a former
manager of operations for Lockheed.
In a related matter, Mr. Staats testified that the
Emergency Loan Guarantee Board, headed by Secretary
of the Treasury George Shultz had refused to open
its records regarding Lockheed Loan Guarantee operations
to GAO auditors, although clearly required by law
to do so.
The Comptroller General indicated that
it would be advantageous in some instances if the
GAO had "full access" to contractors private records,
although he did not advocate such access in every
case.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Weinberger nomination provokes considerable speculation
within the Department.
The Department is undergoing
a sizeable "personnel reorganization" led by the
Secretary (Richardson) who has been designated to
replace Melvin Laird at DOD, as well as the
departure of approximately a dozen officials including
the Under Secretary, John Veneman.
Mr. Weinberger’s appointment signals the change
of emphasis that the Administration has placed in
the fields of social welfare, health and education.
His tour as chief at OMB acquainted him with the
Department's activities, and his relationship with
the President will undoubtedly be reflected if the
appointment is confirmed.
He reflects the view
held by the Administration that the public has lost
confidence in the system, and that variations, not
more of the same, are absolutely necessary.
"Work in America", a major report prepared by an
independent task force, has been released recently,
indicating that significant numbers of American
workers are dissatisfied with the quality of their
working lives, nevertheless they still believe in
the value of work.
While there are a significant number of areas
which require further analysis, the view of the
task force was that the Nation's industrial system
can respond to the problems which affect millions
of American workers - white collar executives,
blue collar employees and females alike.
One
major recommendation was to search out means of
permitting greater worker participation in work
decisions affecting their jobs. A vigorous job
redesign program must be undertaken if productivity
and individual needs are to be satisfied, the
report indicated.
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In his release statement, Mr. Richardson
commented that the report's conclusions may not
be fully supported by the data, and in fact may be
off by a wide margin; however, if it is anywhere
near the truth, "we'd better start thinking about
the implications", he added.
Grants and Assistance Contracts Administration was
considered recently by an Advisory Group representing
the various departmental units (PHS, SSA, OE and
NIH). Proposed regulations for grants administration
are due to be published in the Federal Register for
comment, a spokesman for the Office of Education
announced.
Such regulations would include "boilerplate"
language and uniform requirements for all such awards.
"Mini-Grants" for local drug abuse education programs
were proposed in the form of amendments to the
Office of Education's regulations.
(Federal
Register, December 23, p. 28426).
The new program,
called "Help Communities Help Themselves" is designed
to provide communities with trained leaders to plan
and implement local drug education programs.
About
800 to 1,000 such grants in amounts up to $5,000
will be awarded.
Consolidated applications for federal assistance under
programs administered by more than one agency
within HEW are being accepted on an experimental
basis.
The intended result is to simplify and minimize
the paperwork required of applicants meeting the
various eligibility requirements for all of the
programs from which assistance is being sought.
SECURITIES AND EXCHANGE COMMISSION
Disclosure of contingent liabilities is "clearly
required" by Rule 3-16(3) of Regulation S-X in
the case of companies which have charged a price
in excess of a base period price, the Commission
announced (ASR No. 133 of December 14, 1972).
By the notice, the Commission advised issuers
and their accountants to determine "the dollar amount"
of refundable revenues that should be excluded
from reported sales, or of the contingent liabilities
that might exist for violations of the Act.
Such
disclosure should describe briefly the extent of the
excess revenues in dollar terms as well as any
potential penalty, and any company action that
might result.
Disclosure of significant accounting data in the form
of amendments to Regulation S-X, together with an
announcement to provide for improved disclosure
of tax expense and amendments to the guides for
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filing requirements under the 1933 and 1934
Acts were released recently.
(Release Nos.
33-5342, 5343 and 5344 of December 18, 1972.)
While it appears there was little advance
notice as to the contents of the releases, the
subject matter has been included in a number of
Chairman Casey’s speeches over the past few months.
In announcing the proposals, the Chairman indicated
that the changed rules should "dissolve much of
the serious concern which has developed about the
ability of some corporations to exaggerate earnings"
by its selection of accounting principles or by
switching accounting methods.
Mr. Casey added that
the accounting profession has undertaken a renewed
effort to develop uniform accounting standards, and
believing that accounting standards should be set
in the private sector, the Commission intends to
fully support the profession in achieving it.
Comments from the public on the proposals are
open through February 15, 1973.
The Industrial Issuers Advisory Committee Report has been
issued with its recommendations, among others, to
adopt guidelines for disclosure in registration
statements, annual reports and proxy statements under
the 1934 Act in order to assist issuers in preparing
those documents.
Other recommendations included
some time-saving devices in registration require
ments.
Also suggested was more elaborate disclosure
in annual reports furnished to security holders with
respect to management and control.
The "paperwork" group was one of three committees
appointed in September to review reporting and other
paperwork requirements established under federal
securities laws by the Commission and self-regulatory
organizations such as the national securities
exchanges and the National Association of Securities
Dealers, Inc.
The Broker-Dealer Advisory Committee has recommended
more standardization in reporting requirements.
The present reporting regulations with which
broker-dealers must comply are duplications, the
report pointed out.
Chief among the group's
recommendations is that, with respect to each area
subject to regulation, that is, trading, financial
responsibility and operations, a broker-dealer
should report to a single regulator.
Also, it
was suggested that financial and operations reports
be filed on a quarterly basis.
Uniform accounting
standards were also included in the recommendations.
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Forecasting proceedings are now in the review phase
at the Commission.
A recent inquiry indicated
that a report will be issued by the staff in the
near future.
The projections hearings spanned
the better part of three weeks, and a substantial
amount of data and conflicting testimony must be
reviewed prior to the issuance of a report of the
staff’s conclusions.
John Burton, Chief Accountant, addressed the New York
Society of CPAs and suggested greater involvement
by the profession in the job of preparing financial
statements, even to the point of public disagreement
with management’s approach.
Accountants, he stated,
must minimize the attention paid to the problem of
potential liability in order that improvements and
innovations can progress.
There is no way accountants
can ultimately avoid responsibility for the reports
they sign, Burton said at a press conference prior to
the meeting.
An "insider trading" rule has been recommended by the
Commission.
The Commission proposal (Release No.
7581, Investment Act of 1940, of December 26) would
amend the 1940 Act to prohibit investment company
directors and officers and all employees involved
in recommending purchases or sales of securities
from participating.
The proposed Rule 17j-l goes
well beyond the recommendation submitted by the
Investment Company Institute.
Comments on the proposal will be accepted
through February 28, 1973.
ECONOMIC STABILIZATION
The Price Commission has proposed an amendment to the
reporting procedures for public utilities, which
will include an "annual report" of specified
financial information.
(Federal Register, December 20,
p. 28080.)
Comments on the proposed amendment will
be accepted until January 20, 1973.
A "Base Price" amendment has been issued, (Federal Register,
December 27, p. 28488) which clarifies Section
300.405 to correct an unintended effect of a prior
amendment to Section 300.402, so as to allow those
producers of goods and services that were accorded
seasonality during the 90-day freeze to continue
to determine base prices by reference to the base
period utilized during the August 16-November 13,
1971 freeze period.
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"Phase III" discussions continue with mixed reactions
from various sectors of the economy.
The
Administration is concentrating on these principal
issues: definition of reasonable goals and standards
for the inflation fight in 1973; principal problem
areas; the extent of coverage, the necessary
enforcement mechanism; and the effect of wage-price
controls on productivity improvement.
Recently
issued was a report from the Joint Congressional
Economic Committee which evaluated the economic
control program for the year, and decided that the
controls had not produced the results intended,
particularly in the area of unemployment.
CPAS IN THE NEWS
Several CPAs were charged as defendants in the case
brought by the U.S. Attorney's Office in New York
against Four Seasons Nursing Home, Inc.
The
indictment reportedly represents one of the nation’s
largest stock fraud cases on record, involving
$200 million.
Named in the indictment are Kenneth
J. Wahrman and Edward J. Bolka, partners of the
Arthur Andersen firm.
Jimmie E. Madole, CPA,
was also charged.
No charges were brought against
the firm, however.
Noah Dietrich, C P A , an earlier key official in the
Hughes Tool Company, was mentioned in a feature
Washington Post article concerning the financial
manipulations by Roy Ash, another former Hughes
employee, who, reportedly, assisted with a scheme
to get the Air Force to pay excess millions of
dollars for a weapons system.
Other CPAs, who
eventually resigned from the Hughes Corporation
rather than become a party to the scheme included
James O. White, Gorden McDonald and Frederick J.
Strickland.

W ade Williams
Manager
Federal Information
(202) 872-8190

